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SUB J : BANANA EXPORT TAX: MFN IMPLAICATIONS 

REF: A. STATE 76867; B. SZABO/STEBBING TELECON MARCH 17, 1974 

1. GOE IS CONSIDERING PACKAGE OF MEASURES TO TAKE EFFECT 
APRIL 30, NONE AS YET ANNOUNCED OFFICIALLY, AFFECTING THE 
BANANA OFFICIAL PRICE, EXPORT TAXES, REMUNERATION OF PRODUCERS, 
AND NEW PLANTING. GOE OFFICIAL RESPONSIBLE FOR DRAFTING DECREE 
ON OFFICIAL PRICE HAS ASSURED EMBOFF THAT NEW MEASURES WILL NOT 
DISCRIMINATE BETWEEN TRADITIONAL AND NON-TRADITION AL MARKETS. 
IM EMBASSY'S IUDGMENT, HOWEVER, NONE OF THE MEASURES OF WHICH 
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MINUTELY. 

2. THE GOE IS CONSIDERING FOLLOWING MEASURES: 

A. AN INCREASE IN THE BANANA OFFICIAL PRICE FROM $1.40 

TO $1.80 PER 43 POUND BOX, THEREBY HONORING THE PANAMA CITY 
COMMITMENT; 

B. ABOLISHMENT OF THE AD VALOREM PORTION OF THE BANANA 
EXPORT TAX; AT 6 PERCENT OF THE $1.40 OFFICIAL PRICE, THIS 
TAX NTW EQUALS $0,084 PER 43 POUND BOX; 

C. AN INCREASE IN PAYMENTS TO PRODUCERS OF THE SAME 
AMOUNT, $0,084 PER 43 POUND BOX; 

D. PROHIBITION OF NEW PLANTING. 

3. SINCE THE AVERAGE FOB PRICE IS ABOUT $1.60 PER BOX, THE 
NEW OFFICIAL PRICE WILL BE ABOVE IT. THIS, HOWEVER, DOES NOT 
AUTOMATICALLY PUSH UP FOB PRICE BY EQUIVALENT AMOUNT. UNLESS 
GOE CHANGES DEFINITION OF OFFICIAL PRICE, IT WILL NOT CONSTITUTE 
A MINIMUM PRICE. RATHER, IT IS THE BASIS FOR THE AD VALOREM 
EXPORT TAX, TO BE ABOLISHED. SECONDLY, IT IS THE AMOUNT OF 
FOREIGN EXCHANGE THAT THE EXPORTING COMPANY MUST DEPOSIT IN 
THE CENTRAL BANK TO EXCHANGE FOR SUCRES. AT THE TIME THAT 
THE REFERENCE PRICE WAS SET AT $1.40 PER BOX, IANUARY 1971, NO 
FREE FOREIGN EXCHANGE MARKET EXISTED. NOW, HOWEVER, A FREE 
MARKET EXISTS IN WHICH DOLLAR EXCHANGE RATE IS ALMOST IDENTICAL 
TO THE OFFICIAL RATE. AN EXPORTER CAN GO FROM DOLLARS TO SUCRES 
(CENTRAL BANK) TO DOLLARS (FREE MARKET) AT VERY LITTLE EXCHANGE 
LOSS, ON THE ORDER OF FOUR-TENTHS OF ONE PERCENT. CONSEQUENTLY, 
RAISING THE REFERENCE PRICE BY 40 CENTS INVOLVES A COST OF 
ROUGHLY SIXTEEN-HUNDREDTHS OF ONE CENT PER BOX IN THE FORM OF 
EXCHANGE LOSS, IF AN EXPORTER SHOULD WANT TO RECONVERT TO 
DOLLARS. THIS WOULD AFFECT THE FOB PRICE OF BANANAS MINUTELY, 

IF AT ALL. 

4. ON THE OTHER HAND, IF THE PRICE OF COMPETITORS' BANANAS 
RISES TO THE U.S., THE PRICE OF ECUADOREAN BANANAS MAY WELL RISE 
ALSO, BUT NOT AS MUCH, UNDER SUCH A PRICE UMBRELLA. THIS WOULD 

BE DUE TO MARKET CONDITIONS, NOT MEASURES UNDERTAKEN BY THE GOE. 
BREWSTER 

LIMITED OFFICIAL USE 


NNN 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: EXPORTS, CUSTOMS DUTIES, MFN, TRADE DISCRIMINATION, TREATY VIOLATION, TAXES, BANANAS, TRADE AGREEMENTS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 17 APR 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: MorefiRFI 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974QUITO02580 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D740089-0474 
From: QUITO 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19740436/aaaabggu.tel 

Line Count: 98 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION EB 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 

Previous Classification: LIMITED OFFICIAL USE 

Previous Handling Restrictions: n/a 

Reference: A. STATE 76867; B. SZABO/STEBBING TE, LECON MARCH 17, 1974 

Review Action: RELEASED, APPROVED 

Review Authority: MorefiRH 

Review Comment: n/a 

Review Content Flags: 

Review Date: 09 SEP 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <09 SEP 2002 by boyleja>; APPROVED <12-Sep-2002 by MorefiRH> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: BANANA EXPORT TAX: MFN IMPLAICATIONS 
TAGS: ETRD, EC 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



